PCE Energy Prices, 1978-80

THIS srticle reviews tha pattern of
changes in the prica of personal con-
sumption expenditures (PCE} on energy
ovar the pariod since 1978, and discusses
major factors that help explain that
pattern. A chronelogy of energy-related
avente and a summary of major legisla-
tion that affected energy prices are
providad.

Table 1 shows quarterly chenges ot
aonpn] rates in the prics of POE enerey
as yaeqEured by the fixed-weighted price
index. In the period covered, quarterly
PCE energy price increases taried
widely. In 1978, they ranged from 4%
t0 9 percent &4 apnwsl rates. In 1979,
inerenses wera larper—ringing from 19%
to 85 percant—and varied widely from
quarter to quarter. In 1989, ncrensses
decelerated, and, by the third gquarter of
18380, dropped beck to about rotes
registered in 1973, Thesa quarterly in-
ereses cumulated to o 7S5-percent in-
erease from the first quarter of 1978 to
the third quarter of 1980,

Price changes of two of the PCE
energy components—gasoline and oil,
which has o weight of sbout 50 percent
in the PCE energy price mdexss, ond
fuel il and coal, which hos a weight of
about 13 percent—show the same pat-
tarm as the one just described, axcept

that they generally incrensed more and
changed more sherply (chart 1F). Tha
major fucior affecting them is the price
of the erude patroleum {(oil) from which
they are refinad.

Price changes of elestricity and
natural gas—the two ofher compo-
nente—differed substantislly from those
of pasoline and fuel oil. In 197380, the
price of PUE on electricity rangad from
a daclime at an annual rate of 11 percent
to an inerenase of 28% percent. The sub-
sequent nccelaration was less elearcut
than in the case of gasoline and fuel pil.
Crude cil and pefrolonm products ave
used us inputs to the production of
electiicity, but most of electriaty is
produced using other inputs, so that
electricity prices reflect other prices as
well. The price of PCE on ootural gos
increased at annual rates varying from
2% to 16 percent in 1978; ir 1979 and
1980, it increased ot rates varying from
6% tc 23% percent. Crude oil prices
have cnly indirect effects on these
PIices.

Beacanse the price of crude oil iz the
predominate factor affecting two of tha
energy compenents, and is a contribut-
ing factor afecting the sther twe, & dis-
cussion of crude oil prices precedes the
discussions of the prices of the four

_ Table 1.—Prices of FCE Encrgy
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PCE energy componsents.

(ude oil—Several fypes of reguls- *
tion affeet the price and supply of erude
vil. Federal regulations set maxiveiarn
prices for categories of domestically *
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Ortober 1650
produced erude oil; thess controls sre
* being phesed out, with all contrels to
end September 30, 1981. A systemn of
cash transfers, or “entitlements,” sube
stantielly offsets disparities in refiners’
» fcgquisition costs thnt rvesult from the
price controls. Custome duties 2nd
import fees meay be levied on importa,
end ineports may be restricted. Other
Federnl regulations intlude those re-
garding the leasing of Federal lands and
4« offshore tracts, mandatory allecations
0 vefiners of crude oil, and the stocking
* of the Steategic Potrdlevm Reserve,
During 1978-80, the portion of do-
mestic refiners' acquisiion of erude il
* accounted for by imports varied be-
» tween 38 ang 45 percent: the remaining
portion was accounted for by domesti-
? cally prodwced crude oil. Prices of im-
. ported oil are subject to influences that,
to & large extent, ore different from
* those to which prices of domestic ol ere
- subject.
In 1978, the cost of imported crude
Y ofl remained wirtuelly unchanged
through the third quarter; in contrast,
the cost of domestic crede ofl inerensed,
* Thres moeasurss may be used to shed
light on the cost of U.8. crude oil im-
ports. Two are foreign erude oil pricea:
* the OPEC average price, and the price
~.of Baudi Arabian Light, which iz re-
forrad to a3 the OPEC benchmark
“ (table 2). The former was within a few
, -tents of the nvarage of $12.94 per barrel,
and tha latter was steady at $12.70 per
“ ‘barrel. The stshility of GPEC prices
~Teflected the eontinning surplus of crude
vil on the world market. The refiner
" aequisition cost for imported crude oil,
. the third measure, is shown in chart 12.
It i a weighted average that reflecis
“‘shifting grades and sources of crude cil
+jmporied to the United States, and
indudes tronsportation costs and Fed-
* eral import feas. It too was steady, al
»about $14.50 through these three
quarters.
*~ (ver this period, the refiner acquisi-
. Hon cost of domestic ernde ofl, which is
also shown in chart 12, moved up about
* $0.36 per bagrel, to 510.63, as the result
. Of two factors. First, prices increased
for two categories of TLB. crude oil
' production—lower-tier oil and upper-
«. tier oil; these increases reflected adjust-
ments under the Epergy Policy and
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Consarvation Act (EPCA) of 1975. The
price of stripper oil, which is exempt
from eontrols and follows world merkat
prices, was about sieady. FParidy off-
satting was o decline in the price of
Aleckan North Blope (ANS) oil.! Sen-
ond, the eomposition of TS, production
ghiftad toward higher priced sapplies.
As showm in table 3, the percentage of
domastic predirction that was effectively
decontroliad—the percent accountad for
largely Ly stripper sod ANS oil—
merensed from abont 25 percent in the
first guarter fo about 20 percent v the

1, The mabor categories In 178, In somemrhat sinaplfsd
termr, wers: Towartlar, oo old, ol 12 that from propeciies
producing in 107X uppec-der, of pow, off 13 that Tooddetion
in exeexs af 17 levels, and rom proparties thet bagws pro-
ducing stier 157) stripper ol i that from very Jow yiabd
wella (10 batrels & dyr or bgal and Abaakey Iorth Eleym ol
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third. Tt was acquired by refiners at
world marlzed prices, rather than at the
lower, controlled prices of lower- and
upper-tisr oil,

In the fourth quarter of 1978, in-
creased in the cost of domestic oif
vontinued and the refiner acquisition
cost of imported cil movad up. The cost
of imported oil reflectad the incrense in
interngtional spot market prices and
ap increased volume of spot market
purchases. Spot market prices fluctuate
with worldwide supply end demand, and

" con be either sbowe or below controct

prices, of which the OPEC prices ars
representative. The increased volume of
spot market purchases reflected buying
o beat an expecied OPEC price increass
for 1979 and replscement of supplies

of the EPCA on September 30, 1081,

nowers to deal with so energy emeTgéncy.

eontrols (1979).

consarvation.,

Sumwmary of Major Legislation Affecting Enerpy Prices

BEreriy Polizy end Consgrvation Ao (FPCA) of 1878, pused in December 1978, super-
séded the Pmergensy Pettoloum Allveation Aot of 1073, It continued Federal contrels on the
prica of domestic crude vil; only the price of stripper ol (produotion from wells that yield
leas than 10 barrels per day) wes left unvontralled. Celling prices, set for categories langely
based on thoe of dissovery, wate to be adjurtad monthly 1o allow for Inflation, and eould
b# increased to provide an foeemtive to productlon. Price eontools were mabdated until
June I, 1979; they were to he discretionary votil expiration of the price control provision

(ther mafar provisions anthoriged removal of controls on the prices of patrolauy prod-
uets apd on the allocaticn of thess produoks among eonsumers: established mandabory
fuel eeonomy standsrds [or new sutomobiles: provided for the creation of the Sirategin
Petroleum Fezerve; expanded guthority to order major powerplents end fuel buming
inatalletions to switeh o coal from oil or naturel gas; incressed Presidentls] authority to
condrol the Bow of energy supplise and snergy-related mnotarials; and provided standiy

The Federal Energy Adminiatration, the predecessor of the Department of Energy,
acted under the athority of the EPCA 5 eliminats prica and allocation controls axeept oo
crude ofl, gazoline, and propons (1979 [or most petroleum products; 1979 for Jet fual,
natural gasaline, and butape] ; to coptinue aubhorization of a 10-parcent nereass n the
avarage price of 8 barrel of domestic crode oil (1977); and to phoge out orude oil prios

Nolional Bnargy Avct of 1878, pasged In Ootobar 1978, was o Rvepart packags:

Notural Gax Policy Aot sxtended Fadersl jurlzdiction to inirastata naturnl gas sup-
plles; establishad calling pricas Bor varfous catapntiss of gas, tome of which wars to
b daraguleted in January 1085; and provided For the establishment of “inctamantal
pricipg’ —a gystem of surcharges levied on industriz] users of oatural gas to veduca
prite increases fur residential and smell sommercial users.

Pougrplant and Indueirial Puol Use Aot required that new industrial and wtility plants
uge coal or sama fus! other than patrolaum and natural gas, and that most existing
utility plents and, where feaslble, industrial plants make the swltch by 1980,

Fublic Lility Reguiotory Polictes Act ragulred that State regulatory authorities
conpider neaw robte structyres, sich as “time-of-dar" rates, that promots anecgy

Naetional Ewerpy Contgroaiion Policy Aet providsd s zerles of ganeral conssrvation
measures, such a5 requiring vtilities to provide icformation oo conservation to fon-
sumare and arrange Anancing for regidentind users to install energy-saving insulation,
Brnergy Tox At provided tax oredite for installation of energy-savicg devices on
rusidences and small buzinasses, tox Ineentives for the prodoction of sy nthetic Fusls,
and the exemption of gasohol from the 4 cents per gallom Federal exolse tox.
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Chronology of Energy-Related Events
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] Chronology of Energy-Related Events——Continued
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+ lost due fo sirikes by Iranian oilfield
workers.
Througheut 1979, prices of both
« imported and domestic eruda oil moved
__up. OPEC as wall as non-OPEC arude
" o1l producers raised prices. The OFEC
us gverage price increassd from $13.73 per
bagrel in the first quarter to $23.54 in
™ the fourth. In addition, OPEC coun-
- tries offered @ larger proporticn of their
exparts for sale at spot mnrkat'pﬂces,
 “which were well above sontract prices,
& and tightened sredit payment terms,

Uhltld
Frice Ine repes 400 D0 ok anmal

which iocmeased fingocing costs. The
refiner acquisition cost of domestic oil
ineressed from £11.27 per harrel in the
firet querter t¢ $17.81 in the fourth,
The increase wos due to contioued shifis
in the composition of production and
price increasas for ench category. Prices
of cabegories that were effectively un-
controlled more thon doubled during
the year; the percentage of such pro-
duction inereased from 30 percent in
the first quarter te 44 percent in the
fopurth. Part of the compesifionsl shift

was due t¢ the addition of new uncon-
trolled categories, The addition of these
new categories, in June and Spetember,
was one of the first steps in the crude
oil decontrol program to be carried out
under the EPCA, The program became
eifective in June nnd i= fo achieve
complete decontrol by September 30,
1051,

Ip. the first quartar of 1980, increases
in the costs of imported wod domestic
crude oil accelerated. A series of crude
oll price increases was andotnhced by
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individua! OPEC snd non-OPEC pro-
ducers, beginning in December 1079,
Bome incresses were made retroactive
to November 1, s¢ thai despits laps in .
the {ransportation and financing of
crude ofl imports, first-quariar petro-
lenm product prices wera affected from
the start of the quaxter. The gap
between the OPEC benchmark end the
OFEC average widened substantially as
the OPEC pricing struciure broke down
further. The OPEC average resched
$23.72 per bamrel. The embarge of
Txanizn oil, which hegan November 12,
1979, had only a smeall impact on the
cost of TS, crude oil imports. A large
impaoct had been expecied, because
replacement of Irenian supplies would

S CHART 12
U3, Gasoline and Crude Oi Prices'
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Table 3.—Crade il Purchased at the Wellhiead: Dotnestic Price in Tollars Per Barrel sod l
Percentage of Domestlc Production by Crtagory -
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coms from the spot market, but raduced
spaculation in the spot market narrowed
tha sap betwesn contraet snd spot
market prices.

The compositional shifé towards
higher pnmd domestic  supplies
peceleratad in the first quarter of 1980
under the second phase of the crude oil
decontirol program. In the second phase,
which begon January 1, upper-tier ofl is
tronsferrad t¢ uncontrolled status in
equel monthly installments and the Tata
of trenster of lower-tier oil to uppar~tier
status is stepped up. The refiner
acquisitien cost of domestic oil renched
$21.02 per barrel.

In the secomd and third quarters,
crade ol price imcrenses decelerated.
The major factors underiying the decel-
erstion were the effects of weakening
economic activity and price-induesd
conservation on world demand. Stocks
of crude oil and peiroleum products
were high. In the third querter, domes-
ti¢ refiners cut the price they offered for
unconirolled domestic crude oil, snd
some spot market prices fell below
contract prices, Cuts 1 production by
OPEC members—second-quarter OPEC
production wos Jower than in other
quarters of the period—wera followad
by some third-quorter cuts in premiums
on their oil prices. In September,
OPEC members ngreed to o price
freeze for the remainder of the yeer,
for oll members excopt Saudi Arabis;
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Saudi Arabia incrensed its prices 7 par-
cent {$2 par barrel} retroactiva to August.,.
1 to alineg them beiter with thosa of
other members. The outbreak of war?"
betoreen Iran snd Iraq later io Septern- -
ber did not have apy immediate sffect
on prices, other than en those in the ™
spot market.

{Faseline and oil

The price of gasoline is subject ig-.
Federal controls at all levels of produc-
tion and distribution. It is linked 0™

crude oil, which iz subject to seversl,
types of regula.tmn, snd, unlike other
potroleum products, it remaing subject™
to conirols regarding refiners’ allocac. .
iions and passthronghs of cosis at n.ll
levels.

In 1673, prices of goasoline and ail,.
prmmpa.u}r refacted the course of mmda
oil prices: relatively small inoreased™
thruugh the third quarter, due to ine--
crsages in the prioe of domestic oll, a.nd.
accelarstion in the fourth, dus to a step- "
up In prices of imported uil

Throughout 1979, gasoline prices re-
flected increasing reteil margine and'™
new refiner cost passthroughs, as well as.
the conmtinued increases for both itm-
ported and dormestic crude oil. Federal ~
reguiatory changes contributed to the,.
increase in retaill marging ond allowed
refiners to pass through additional costs.

In January, retailers wers alln:rwad‘tm
pazs through additional cests, epecti-

-
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ca]]y rentinereases and the cost of vapor

i recovery systems. [n March, the “tle?

4 rapulation permitied refiners to allo-
catetngasnhnepnmn.]arguthm
** proportionate amount of costs. In

f'u-.&ugust a mammum allowable smoss

iv

[ margin on sales ‘bocama mandatory. It
wag 8ot at 154 cents per gallon, and
'+ was to be adjusted semiapnually for

Linﬂa.t.ion. It replaced for ratailerz the
. gystem of “bapks,” which—under the
i Emergency Petroleum Allocation Act of

, 1973—sllowad retailers (snd also re-

finers and distributors) te  "bank"
1 allownble coste thet hed not besn passed

' , through because of softness in gasoline

* markets. The ETOS5 MArgin wps in-

vrereased 4% percent in December, to

L 18.1 cents per gullon. Alsoe,
in Decembar refiners were allowed to
+ increase prices on stepped-up produc-
, tion of unleaded gasolive, and to pass
through the cost of ethenol wsed for
=gasohol production end other additives
Jused for pasoline production.
- The shurtages of gasoline that de-
- veloped in some arens of the country in
, May aad continued threugh the sum-
" mer elso vontributed to the increase in
refail margins, Several factors wers
. Tesponsible for the shortages. First,
erude oil supplies were tight. Supplies
~-from Iran had been disrupted and U5
. production in the second amd third
quarters was below year sarlier levels.
s Bacond, refiners were reluctant to
o purchase higher priced sput moerket
suppliea of crade ofl because such pur-
“¢hases would have pat upward pressure
on spot market end contract cruda il
pm::as Third, beginning in April, refiners
wwere encourngzed by the Federsl Gov-
,Fermmant to replenish stocks of heating
oil, which were drawn down during the
“gevere winter. Bacauss fuel oil and
.gacoline sre joint products of the
refning procass, the inereased volume
»of fuel production was obtained st the
Jexpense of gosoline production, Fourth,
refiners’ allavations to retailers, which
“are foderally regulated, did ot fuily
.feke inte aeceovnt rapid growth of
consummption W some arepe. Finally,
a8 shortages became apparent, demund
. incressed shoarply but temporarily as
consumers “topped off” their gnsoline
~hanks.
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In 1930, gasolina price changes cov-
arad an unuenaily wide range: The 32K
percent annual rate increase in the first
guarter was the largest ineresse in the
peried; o substantinl deceleration oc-
curred in the sepond guarter; and the
only decline in the period—7 parcent—
was registered in the third quarter.
Price increasas for both imported and
domestic oil were unnsually large in the
first gusrter, Thereafter, zasoline prices
reflected smaller incresses for imported
oil and the emergence of more competi-
tive conditions in the mtail pasoline
market. Ower the period of sharp
increases in gasoling prices, from &he
first quarter of 1879 to the first of 1980,
these prices incraased over 60 percent.
Stated in termas of the pump price of
regular gasolime the increase was $0.45
per gallon—from $0.70 per gallog in the
first quarter of 1979 to nbout $1.15 in
the fivst gquorter of 1930, Mainly a5 &
reatilon. to these increases, gasoline
sonsumption declined sharply. As meas-
urad by real PCE, consumpiion de-
cined 15 percent through the first
quozter, sod continued to decling in the
seoond apd third quarters (table 4).
Thess reduections, in combination with
high stoeks, led some refiners o cut
wholasale prices and some retailers to

cut margms,

2, The patnp Price of rgalar paseliny techawn lechart 12,
whwry it, lie tbe pelcs of coude oll, 13 nemwered In terma of
dollars per 42-gulin barrd. The jnchestng i o the price
ol étisdo il iy he paspR Price, Whish b apparsnt in cha shart
erer enoek 2f tom peried, reflecls the nct thet soow of the
diffrrence Teben (e e pricen oomsits of fiams that, al
Tenst 5t tha ohoct rom, mee Ared in dollars, Padordl snd Btoto
Al Jocal e hrw 20 semple.

Fuel oll and coal

In contrast o0 gasoline, fusl ol is
not subject to Federal price apd alloca-
tion conirols, Howsver, as a refined
petrolevm product, 1t is linked to crude
gil, whick is subject to several types
of regulation. The link is mere direct
then in the case of gascline, because
the cost of crude ol makes up a much
larger part of the copsumers' price of
fuel cil. Accordingly, fuel oil prices in
197880 reflected the increcses for
domestic snd imported crude ofl de-
seribed earlier—that is, relatively small
price inerenses through the third
quarter of 1978, sharply acceleraling
increases through the third quarier of
1979, snd incresses thersafter that
were lower than in the fhird guarter
but still large. In addition, severe
winter weather resulted in 2 deawrdown
of distillaie stocks in the first quarter
of both 1975 and 1979, putting upward
pressure on fuel oil prices.

As o result of the 1879 drewdown,
Faderal actions wers taken in mid-1479
to stimulate tha replenichment of fusl
oil stocks. First, in Mgy, an “entitle-
ment” subsidizing imports of middle
dietillates fuel oil or heating oil) was
intredueed to reduce the disparity he-
tween the prices of imported and do-
mestically refined heating o, The
coata were nbsorbed by domestic re-
finers. SBecond, as mentioned earlier,
tefiners were encouraged fo incrsase
production of fuel ol at the expense
of gaszoline production.
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A subsequent buildup of stocks, a
milder tham usual winfer, and con-
tinuing price-induced eonservation and
eonversion to aatural gas helped hold
down foel oil price incrsuses in 31980,
Conversion i naturel gas has bean
pariiculerly important in the North-
eact, where ralianee on imports of crude
oil and petrolenm products is greatest.

Elsctricity
‘Ratail aleciricity rates are regulated
by Stote utility commissions, However,
in most Stotes full-scale hearinge are
not alwoys raquired for wtilities to
incrense rates, hecause fuel ad]ustment
clanses permit them to pass through
incressed fuel costs, Wholesale rates for
interstate sales ape federally regulated.
Electricity rates gre also affected by
Faderal regulation of energy mputs to
electricity produclion, Changes in the
prices of the principal mputs—ecoal,
petroleum, and natural gas, which in
terms of kilowstt-hours preduced ac-
couvat, respectively, for about 45, 15,
end 16 percent of prodaolive—ere
shown in chort I3. Of thesa inputs,
omly coal is not fedevally regulated.

In the first two gquarters of 1973,
eleckriciiy prices rose faster than those
of the other PCE components,
mainly as a result of the eifects of the
record-long coel sirike {rom December
1977 to Morch 1978. Higher electnicity
prices reflected ntilities’ substitution
ol higher priced power on a short-term
emergency basis from utilities less
effected by the stmke. Also, as a result
of vosl shertages cavsed by the strike
snd of higher labor costs established
in the miners’ new contrect, the price
inereasa for coal used by eleciric
vtilities accolerstad sharply i the
second quarter and was high also in the
third

There was upward pressurs on first-
quarter 1978 eleciricity prices also be-
canse of strong consumer demand—os
gvidenced by real POE on electricity—
during severe winter weather. Less effi-
cient plants—often those using higher
pricel! energy inputs—wera brought
into operation. In some coses the io-
creased eosts were passed through to
consamere through fua] adjustment
clayges; in others, o bonger lng ocewrred
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beenuse rate increnses had o be ap-
proved by State utility cornrmissions,
Increaced cosia were passed through
either a5 o Jump sum, or a surcharge
axtended over saveral months.

Third- and fourtb-quarter changes in
1978 include some affect of sensonal
pricing—n step-up in rates during sum-
mer months when demand for alectrieity
iz larger beenuss of itz heavy uea in air
conditioning pnd » step-down during
winter months. (The second-quarier in-
crenss was alto affecied, but to o smaller
extent.) Data for preceding years did
not show sufficient avidence of a sea-
sonal pattern to requize seasonyl adjust-
ment. The decling in the fourth quartar
also ineluded rebates by some utilities;
somme fuel adjustment cbarges imposed
during or after the conl strike were sub-
sequently found to be larger t]mu
warranted.

In 1979, substantial price incressss
for erude oil and natural gas, shown in
chart 13, and For petrolewm produetz
such a5 residual faal, resvited in some-
what higher price ineresses for elece
tricity. In addition, several feetors
mfluenced tha quarterly petiern. A
gacond winter of severs wenther pub
upward pressure on prices in the first
quarter, An sccident at the Three bile
Islznd puclear plant in Morch, which
resulied W temporary shutdowns of
other nunelear plonts, bad an effect
gimilar to that of the previeus yoar's
coal sitike: Utilities were forced to
substitute less efficiant powerplants and
higher priced fuels. The second- and
third-quarter incresses were partly due
to the introduction of high swmmer
rates; seasonal adjustment of electncity
prices begen with the fourth-quarter
data.

In 1980, eleciricity price increases
again msinly reflected price increnses
for the energy imputs. Weather abnor-
mulities were also o inctor. A warm
winter held down demand in the first
gquarter. In the second and ihird
quarters, demand wis high, because of
the extensive use of sir conditioning
during & heat wuve and drovght that
baren in  June. Alse, hydroglactrie
production in some arans was cut by the
drevght, causing ineransad reliznce on

higher priced snergy inputs.
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The pi*mu of netural ges is affected by
the prices of domestio auppl:e.s as well”
a5 those of natural gas imports, which.
sre principally from Capades. The 003k |
of natural pas acconnted for an incress?
ing shara of the residential price: 36
percent in 1978, 42 percent in 1979, and |
46 percent m aarly 1980, The remaining
gosts are for transportation by pipaline .
and for distribution. At the distribution
lavel, gas utilities” rates are subject to'-
regulstion by State utility commissions. ,.

Prior to the passege of the Natural
Gius Poliey Act of 1978 (NGFA), two
moarkets exizted for suppliss 6f domestic |
patural pas. The interstote marieet wash
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subject to Federal regulation; the intra-
state market was subject to State
regulations. Price differentiols led to
shortages in the Interstate market,
where the moximum prices were set at
ralatively low levels, wnd surpluses in
the intrastata market. The NGPA, o
part of the National Energy Act of
1978, extended Federal price controls
to the intrastate market and set prices
designad te stimulate produetion of
some categories of pas. An incremental
pricmg program, implemented only in
1980, possed high prices for yewly dis-
covered supplies to industrial wzers.

En 1978, supplies were tight in the
interstnte morket. Tightness due to
price disparities batween the twoe mnr-
kets had been accentuated in the first
quarter by merensed residential con-
sumplion during severs winter wenther.
In perieds of high demand, such as in
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the first guorter, suxiliary scurces of
gas are yzed to supplement primary
sources. In 1978, intrastate ges wos

purchased wmnder Federa! regulations
that nllow emerpeney purchases for
perieds up to 60 days. Tightness par-
gistad through the first three quarters
and well into the tourth. On December
1, provisions of the NGPA tock effees;
natural gas prices rose, and the dis-
tribution of supplies was improved.

In 1979, price increases accelerated.
Domestic prices were affected by
menthly inflation adinstments . under
the NGFA as well ns decontrol of four
cobegories of gas in November. Also,
import prices merensed. Demand for
netursl gas continued strong. There
wie o second winter of severs weather,
and, as a result of the even sharper price
inereases for Tuel oil, a lerge number of
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residences were converted from fuel eil
to matursl gus. The pwmber of residen-
tial natural ges customers incressed by
about 500,000 in 1979.

Notursl gas prices continued to
increase in 1080. Prices of domestic
was rose under the NGPA, and thers
were substentizl increnses in the price
of nutural gas imports, Areas heovily
dependent on Canadian natural gas
ware strongly sffected by a 30-percent
price incresse in February. Conversion
from fuel oil fo natural gas heating
coptinued: tha pumber of rasidantis]
eustomers incrensed 600,000 in  the
first quarter and 200,000 in the second.
In the first quarter, however, con-
summer demend wis beld dewn by
wirmer-than-nvernge weather, Conser-
vation by consumers alse helped limit
1980 price increases.




